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OATH OR AFFIRMATION

], Barry Smith ; , swear (or affirm) that, to the best of
my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

TransAm Securities, Inc. ‘ , as
of June 30, 2006 are true and correct. | further swear (or affirm) that

neither the company nor any partner, proprietor, principal officer or director has any proprietary interest in any account
. |
classified solely as that of a customer, except as follows:
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This report ** contains (check all applicable boxes): £ Frieag 8/28/2007

X (a) Facing Page. ‘ ?'}ameé?s Pronet iy (£00V432-4254

| (b) Statement of Financial Condition. | '""'""'----------...‘.’f’.."f?f‘?f!-ﬁf.’l..'...-
(c) Statement of Income (Loss). ‘

8
O (d) Statement of Changes in Financial Condition.
X

(e) Statement of Changes in Stockholders' Equity or Partners' or Sole Proprictors' Capital.

(f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.

(g) Computation of Net Capital.

O {(h) Computation for Determination of Reserve Requxremems Pursuant to Rule 150-3.

O (i) Information Relating to the Possession or Control Requlrements Under Rule 15¢3-3.

O () A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15¢3-3 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

| (k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
consolidation.

& (1) An Oath or Affirmation. |

0O ma copy of the SIPC Supplemental Report. |

O (n) A report describing any material inadequacies found to exist or found to have existed since the date of the previous audit.

"For conditions of confidential treatment of certain porrio:ns of this filing, see section 240.17a-5(e)(3).



TEDDER, JAMES, WORDEN & ASSOCIATES, P A.
CERTIFIED PUBLIC ACCOPNTANTS & BUSINESS ADVISORS

AN INDEPENDENTLY OWNED MEMBER OF THE RSM MCGLADREY NETWORK

Independent Auditor's Report
|

To the Board of Directors
TransAm Securities, Inc.: |

We have audited the accompanying statements of financial condition of TransAm Securities, Inc. as
of June 30, 2006 and 2005, and the related statements of operations, stockholder's equity, and cash
flows for the years then ended that you are filing pursuant to rule 17a-5 under the Securities
Exchange Act of 1934. These financial statements are the responsibility of the Company's

management. Our responsibility is to express an opinion on these financial statements based on our
audits.

We conducted our audits in accordance 'with auditing standards generally accepted in the
United States of America. Those standards: require that we plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free of material misstatement. An
audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the
financial statements. An audit also includes assessing the accounting principles used and significant
estimates made by management, as well as evaluatmg the overall financial statement presentation.
We believe that our audits provide a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of TransAm Securities, Inc as of June 30, 2006 and 2005, and the results of its
operations and its cash flows for the years then ended in conformity with accounting principles
generally accepted in the United States of Amerlca

Our audits were conducted for the purpose of forming an opinion on the basic financial statements
taken as a whole. The supplementary information included in Schedule 1 is presented for the
purpose of additional analysis and is not a required part of the basic financial statements, but is
supplementary information required by rule 17a-5 under the Securities Exchange Act of 1934, Such
information has been subjected to the auditing procedures applied in the audit of the basic financial
statements and, in our opinion, is fairly stated i 1n all material respects in relation to the basic financial
statements taken as a whole. \

e,
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Orlando, Florida |
July 20, 2006 ‘
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TRANSAM SECURITIES, INC,

Statements o‘f Financial Condition

i
June 30, 2006 and 2005
|
|
Assets I 2006 2005
Cash and cash equivalents ; $ 78,703 168,778
Commissions receivable } 88,852 165,687
Refundable income taxes | 1,296 1,230
Deferred tax asset ‘ 1,825 -
Other assets 7,243 21,423
Total assets : $ 177,919 357,118
Liabilities and Stockholder's Equity
|
Liabilities: ‘
Accounts payable ‘ $ 521 202
Commissions payable 107,560 263,142
Total liabilities | 108,081 263,344
\
Stockholder's equity: ‘
Common stock, $.01 par value, 1,000 shares
authorized, issued and outstanding 1 10 10
Additional paid-in capital i 10,000 10,000
Retained earnings | 59,828 83,764
Total stockholder's equity 69,838 93,774
Total liabilities and stockholder's equity $ 177,919 357,118

|
See the accompanying notes to financial statements.
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\
TRANSAM SECURITIES, INC.

Statements of Operations

For the years ended June 30, 2006 and 2005

|

‘ 2006 2005

Revenues:
Commission income | $ 2,915,513 2,955,122
Other income | 2,883 2,645
Total revenues | 2,918,396 2,957,767
Expenses: ‘
Commissions ! 2,413,661 2,394,897
Marketing, management and administrative fees 518,909 536,322
Licenses and regulatory expenses ‘ 15,934 14,534
Total expenses { 2,948,504 2,945,753
Income (loss) before income taxes ‘ (30,108) 12,014
Income tax expense (benefit) j (6,172) 2,129
Net income (loss) 1 $ (23,936) 9,885

|
See the accompanying notes to financial statements.
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TRANSAM SECURITIES, INC.
Statements of Stockholder's Equity
For the years ended June 30, 2006 and 2005

‘ Additional Total
Common paid-in Retained stockholder's
stock | capital earnings equity
Balances at June 30, 2004 $ 1;0 10,000 73,879 83,889
Net income - ] 9,885 9,885
\
Balances at June 30, 2005 10 10,000 83,764 93,774
Net loss - - (23,936) (23,936)
Balances at June 30, 2006 $ 10 10,000 59,828 69,838

See the accompanying notes to financial statements.
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TRANSAM SECURITIES, INC,
|

Statements of Cash Flows

For the years endted June 30, 2006 and 2005

Cash flows from operating activities:
Net income (loss) ‘
Adjustments to reconcile net income to net cash provided by

(used in) operating activities: !

Increase (decrease) in cash caused by changes in:

Commissions receivable \
Refundable income tax
Deferred tax asset !
Other assets ‘
Accounts payable
Commissions payable
Income taxes payable

Net cash provided by (used in) operating activities

Cash at beginning of year j
Cash at end of year

Supplemental disclosure of cash flow information:

Income taxes paid \

|

|

i
See the accompanying notes to financial statements. »
!

2005
(23,936) 9,885
76,835 6,903
(66) (1,230)
(1,825) -
14,180 (19,046)
319 (450)
(155,582) 129,736
- (1,332)
(90,075) 124,466
168,778 44312
78,703 168,778
66 3,360




TRANSAM SECURITIES, INC.
Notes to Financial Statements

June 30, 2006 and 2005

(1) Summary of Significant Accounting%Policies

(@)

(b)

()

(d)

(e)

Organization ‘

I
TransAm Securities, Inc. (the "Cbmpany") is a securities broker/dealer licensed with the
National Association of Securities Dealers Regulation, Inc. The primary activity has been
sales of mutual funds, variable annuities, and limited partnership interests sponsored by
unrelated third parties. The Company was incorporated under the laws of the state of
Florida on November 21, 1986 as a securities broker-dealer.

Revenue Recognition

Commission income is recorded as revenue on the date the sale of the related financial
product is made.

Income Taxes ‘

\
The Company uses the asset and liability method of accounting for deferred taxes.
Deferred tax assets and liabilities are recognized for the future tax consequences
attributable to differences between the financial statement carrying amounts of existing
assets and liabilities and their respective tax bases and operating loss and tax credit
carryforwards. Deferred tax assets and liabilities are measured using enacted tax rates
expected to apply to taxable income in the years in which those temporary differences are
expected to be recovered or settled. The effect on deferred tax assets and liabilities of a
change in tax rates is recognized in income in the period that included the enactment date.

Use of Estimates \

The preparation of financial statements in conformity with accounting principles generally
accepted in the United States of America requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities and disclosures of
contingent assets and liabilities at the date of the financial statements and the reported
amount of revenues and expenses during the reporting period. Actual results could differ
from these estimates. ‘
|

Cash and Cash Equivalents

For purposes of the statement of cash flows, the Company considers its money market
accounts with original maturities of three months or less to be cash equivalents.

|
!
|
|
|
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TRANSAM SECURITIES, INC.
Notes to Financial Statements

Related Party Transactions ‘

The Company does not own office equipment or employ administrative support personnel.
Office space, equipment, and administrative support personnel are provided by Certified
Financial Group, Inc. ("CFG"). On August 11, 2005, the Company entered into a marketing
agreement with Certified Financial Group, Inc. ("CFG") to provide these services. The
agreement shall continue in effect unt11 terminated by either party. CFG is related through
common management. Management, marketmg, and administrative fees charged by CFG to
the Company for the years ended June 30, 2006 and 2005 totaled approximately $519,000 and
$536,000, respectively. At June 30, 2005, other assets included $20,000 of prepaid fees paid to
CFG. At June 30, 2006, no fees were prepaid to CFG.

Broker-Dealer Regulation of the Securities Exchange Act

The Company is subject to rule 15¢3-1(a)(2) under the Securities Exchange Act of 1934. The
rule provides that a broker-dealer shall have and maintain net capital at the greater of $5,000 or
15 to 1 ratio of aggregate indebtedness to net capital, if it does not hold funds or securities for,
or owe money or securities to, customgrs and does not carry accounts of, or for, customers.
As of June 30, 2006 and 2005, the Company's minimum required net capital amounted to
$7,205 and $17,556, respectively, which is the minimum amount necessary to comply with the
15 to 1 ratio of aggregate indebtedness to net capital. As of June 30, 2006 and 2005, the net
capital of the Company was $50,543 and $54,095, respectively, and the ratio of aggregate
indebtedness to net capital was 2.14 and‘ 4.87 to 1, respectively.

|
The Company is exempt from makmg computations of amounts on deposit in the Special
Reserve Bank Account for the Excluswe Benefit of Customers under the provision of

paragraph (k) of rule 15¢3-3 under the Securltles Exchange Act of 1934,
The Company has no liabilities, which are subordinated to the claims of general creditors.

The Company is subject to the reporting requirements of rule 17a-5 of the Securities Exchange
Act of 1934, which requires that certain brokers and dealers file annual statements of financial
condition with the Securities and Exchange Commission. The Company has met this
requirement by filing form X-17A-5 for the period ended June 30, 2006, with the Securities
and Exchange Commission. |
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TRANSAM SECURITIES, INC.

|
Notes to Financial Statements

(4) Income Taxes

The differences in the computation of \‘net income (loss) for income tax reporting purposes and
financial reporting purposes are immaterial. Income tax expense differs from the amounts
computed by applying the U.S. federal income tax rate of 34% primarily due to the tax rate
differential. Income tax expense (benefit) for the years ended June 30, 2006 and 2005 consists

of: \
!w Current Deferred
2006: :
Federal o $  (4,347) (169)
State ! - (1,656)
$ (4,347) (1,825)
2005:
Federal ‘ $ 1,744 -
State ‘ 385 -
$ 2,129 -







TRANSAM SECURITIES, INC.

1
Computation of Net Capital Under Rule 15¢3-1 of the Securities and

Exchange Commission

June 30, 2006

‘Net Capital
Total stockholders' equity |

|
Less non-allowable assets: !
Commissions receivable over 30 days old (n:et of $5,496 of related
commissions payable)
Commissions receivable on sales of limited partnership units
(net of $61,900 of related commissions payable)
Other assets

i

Total net capital ‘

Aggreg‘ ate Indebtedness

Accounts payable \
Commissions payable ‘
Total aggregate indebtedness

Computation of Basic Net Capital Reguirements

Minimum net capital required of reporting broker or dealer
Excess net capital

Ratio: Aggregate indebtedness to net capital

Reconciliation with Company's Computation

Net capital as reported in Company's unaudited FOCUS report on June 30, 2006
Audit adjustments: |
Commission receivable ‘
Commissions payable

Net capital per above

.12

Schedule 1

69,838

1,705

7226
10,364

50,543

521
107,560

108,081

7,205
43,338

2.14

50,169

1,250
(876)

50,543



TEDDER, JAMES, WORDEN & ASSOCIATES, P.A.

CERTIFIED PUBLIC AcchNTANTs & BUSINESS ADVISORS

AN INDEPENDENTLY OWNED MEMBER OF THE RSM MCGLADREY NETWORK

Auditor's Report on Internal Control
Required by SEC Rule 17a-5

To the Board of Directors
TransAm, Securities, Inc.

In planning and performing our audit of' the financial statements and supplemental schedule of
TransAm Securities, Inc. for the year ended June 30, 2006, we considered its internal control,
including control activities for safeguarding securities, in order to determine our auditing procedures
for the purpose of expressing our opinion on the financial statements and not to provide assurance on
internal control.

Also, as required by rule 17a-5(g) (1) of the Securities and Exchange Commission (the "SEC"), we
have made a study of the practices and procedures followed by the Company including tests of
compliance with such practices and procedures that we considered relevant to the objectives stated in
rule 17a-5(g) in making the periodic computations of aggregate indebtedness (or aggregated debits)
and net capital under rule 17a-3(a)(11) 'and for determining compliance with the exemptive
provisions of rule 15¢3-3. Because the Company does not carry securities accounts for customers or
perform custodial functions relating to ~cdstomer securities, we did not review the practices and
procedures followed by the Company in any of the following:

(1) Making quarterly securities ex‘aminations, counts, verifications, and comparisons
(2) Recordation of differences required by rule 17a-13

(3) Complying with the requirements for prompt payment for securities under Section § of
Federal Reserve Regulation T of the Board of Governors of the Federal Reserve
System.
The management of the Company is responsible for establishing and maintaining internal control
and the practices and procedures referred to in the preceding paragraph. In fulfilling this
responsibility, estimates and judgments by management are required to assess the expected benefits
and related costs of controls and of the practices and procedures referred to in the preceding
paragraph and to assess whether those practices and procedures can be expected to achieve the SEC's
above-mentioned objectives. Two of the objectives of internal control and the practices and
procedures are to provide management with reasonable, but not absolute, assurance that assets for
which the Company has responsibility are safeguarded against loss from unauthorized use or
disposition and that transactions are executed in accordance with management's authorization and
recorded properly to permit the preparation of financial statements in accordance with generally
accepted accounting principles. Rule 17a-5(g) lists additional objectives of the practices and
procedures listed in the preceding paragraph.

!
|
I
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Because of inherent limitations in any internal control or the practices and procedures referred to
above, errors or fraud may occur and not be detected. Also, projection of any evaluation of internal
control to future periods is subject to the risk that controls may become inadequate because of
changes in conditions or that the effectiveness of their design and operation may deteriorate.

\
Our consideration of internal control would not necessarily disclose all matters in internal control
that might be material weaknesses under standards established by the American Institute of Certified
Public Accountants. A material weakness is a condition in which the design or operation of the
specific internal control components does not reduce to a relatively low level, the risk that errors or
fraud in amounts that would be material in relation to the financial statements being audited may
occur and not be detected within a timely period by employees in the normal course of performing
their assigned functions. However, we noted no matters involving internal control, including control
activities for safeguarding securities, that we consider to be material weaknesses as defined above.

|
We understand that practices and procedures that accomplish the objectives referred to in the second
paragraph of this report are considered by the SEC to be adequate for its purpose in accordance with
the Securities and Exchange Act of 1934 and related regulations, and that practices and procedures
that do not accomplish such objectives in all material respects indicate a material inadequacy for
such purposes. Based on this understanding and on our study, we believe that the Company's
practices and procedures were adequate at June 30, 2006, to meet the SEC's objectives.

This report is intended solely for the use, of the Board of Directors, management, the SEC, the
National Association of Securities Dealers, and any other regulatory agencies which rely on rule
17a-5(g) under the Securities Exchange Act of 1934 in their regulation of registered brokers and
dealers, and is not intended and should not be used by anyone other than these specified parties.

’/—zgou/ Taﬂww/b\)mobw ‘(‘ AM/ P.A.

Orlando, Florida
July 20, 2006 |



